Abstract
Introduction
There is a trend, as identified by the Organisation for Economic Co-operation and Development (OECD), 1 of developed countries becoming more culturally diverse.
2
Culturally diverse societies include Australia, 3 Canada, 4 New Zealand (NZ), the United
Part II

Economic role and tax compliance of SMEs in New Zealand and Australia
There is no agreed single definition of SME. The New Zealand government defines SMEs as businesses that employ fewer than 20 employees. 14 On the other hand, Australia accepts the criteria of having 20 staff for small but not medium sized businesses. 15 SMEs are important as they constitute the numerical majority of all businesses in many developed countries 16 There have been several studies on the impact of culture on tax compliance. These have looked at the issue cross-culturally (between countries) and intra-culturally (within a country)
to examine the tax behavioural differences between nations and ethnic groups respectively.
Generally, research has shown that cultural values between nations and ethnic groups have an impact on the tax compliance/evasion attitudes of taxpayers. 47 Ethnicity or cultural groups within a country connote a sense of kinship, common culture, and self-identification with an ethnic group. 48 An ethnic group can be defined as a 'collectivity within a larger society having real or putative common ancestry or memories of shared historical past'. 49 Cross-cultural research using the cultural values of 'power distance', 'uncertainty avoidance', 'individualism/collectivism' and 'masculinity/femininity' 50 has found that these values affect the tax compliance and evasion attitudes of citizens in different countries. 51 A study in 2007
compared countries with high rates of tax compliance to those with lower rates. 52 The study concluded that non-compliant countries are those with high uncertainty avoidance, low individualism, low masculinity and high power distance. Richardson extended this study by including legal, political, religious and cultural factors when he considered tax evasion attitudes across 47 countries. 53 His regression analysis results indicate that the higher the level of uncertainty avoidance, and the lower level of individualism, legal enforcement, trust in government, and religiosity, the higher the level of tax evasion across countries. His results
showed that cultural values together with socio-political and legal factors are important determinants of tax compliance (evasion) behaviours. 50 For more information about these cultural values, see Hofstede above n 6. 'Power distance' looks at the relationship of the individual to the relevant authorities. 'Individualism/ Collectivism' describes the degree of emphasis the individual places between himself/herself and the group they belong to. 'Uncertainty avoidance' describes the individual's reaction towards ambiguous and unknown situations. 'Masculinity/femininity' relates to the extent to which a society stresses achievement or nurturing. 51 For further discussion see George Tsakumis, Anthony Curatola and Thomas Porcano, 'The Relation Between National Cultural Dimensions and Tax Evasion ' (2007) 63 and that collectivistic groups tended to be more tolerant towards the practice of the cash economy. 64 Similar results were also found in an interview study by Coleman and Freeman. 65 Studies in the USA found that 'whites' (a term used by early researchers for persons of Anglo-Saxon descent) were more tax compliant than 'nonwhites' 66 and ethnicity not only affected tax evasion decisions but also, taxpayer willingness to contribute to government by payment of taxes. 67 In 2000, Lieberman undertook a study of the determinants of cross-national variation in the development of tax policy and tax administration, particularly in respect of a country's ability to collect taxes from upper-income groups. He used as the basis for this research a historical comparison of the political development of Africa and Brazil. 68 Lieberman concludes that it is not so much 'culture' that is relevant to ensuring that taxes are collected, but 'argues that patterns of inter-and intra-class cohesion are critical to the ways in which the free rider problem of taxation gets resolved'. 69 He points out that part of these patterns depend on the historical development of attitudes to race and class and the cohesion within classes and between classes. This is a different approach to that adopted by the authors, who focussed on a very different taxpaying group, SMEs, and their ethnic background, as opposed to upperincome groups.
Overall, the authors argue that cross cultural research demonstrates that cultural values can have an impact on tax compliance behaviours, 70 however the amount of research on this topic is small. It should also be noted that not all taxpayers are predisposed to tax cheating,do they always search for ways to cheat the tax system. 72 This is, however, the area that has seen the most intensive research. 91 The current research raises the question as to whether these Asian behavioural traits have any impact on their ability and willingness to pay taxes on time.
The Cultural Values of Individualism and Collectivism
This study uses the cultural values of 'individualism' and 'collectivism' as its analytical framework. Individualism refers to the degree to which members of a culture place a greater emphasis on the group versus the individual himself/herself. In those cultures where individualism is dominant, every person is expected to focus on what is best for him/her. In the collectivist cultures, the individuals are, from birth, integrated into strong, cohesive groups which continue to protect them throughout their lives in exchange for unquestioning loyalty. 92 Their allegiance is towards meeting the group's needs at the individual's expense. The concept of collectivism has led to specific cultural behaviours. For example, Asians are very conscious of saving 'face' which is also evident in Maori and Pacific Peoples. 99 'Face'
'generally is a matter of maintaining one's public dignity and standing'. 100 They do not like losing their credibility amongst their in-groups and if they do so, they can be treated as social outcasts. This can be unbearable, and in order to preserve 'face' (Asian and Pacific Peoples)
and mana/aura (Maori), these collectivistic groups are obliged to fulfil group's obligations even at their own personal costs. Associated with 'face' and mana, the benefit of being part of the collectivistic group is the individual's access to their group's financial and nonfinancial assistance when it is available. 101 This access has been one of the success factors for However, there is an expectation that reciprocal assistance will be made by the recipient to the group should the need arises in the future.
This study aims to discuss the tax payment decisions of different ethnic SME groups in NZ.
The obligation of these taxpayers to pay their taxes on time arises under s 15B of the Tax Administration Act 1994 (New Zealand).
Part V
Research methodology, design and findings
Qualitative research methodology
This study uses the qualitative research approach. 103 In-depth interviews were adopted for a number of reasons. In particular, the ethnic diversity of the participants and the preference of backgrounds. It provided an avenue in which to build trust between the interviewer and these ethnic minority groups. 105 A qualitative analysis involves a process of examining and interpreting data in order to find the meaning that arises from this data. This then leads to understanding and the development of empirical knowledge. 106 Qualitative research is generally accepted as providing a richer understanding of human behaviour. Looking at the information from the viewpoint of the person who is experiencing the issues is one of the main reasons for undertaking a qualitative research. 107 The first author asked open ended questions of the interviewees so that they could express their ideas in their own words. The advantages of qualitative research are that it allows the nature of a problem to be better understood and thereby facilitates the development of appropriate guides to action. The interviews deepened our understanding of the importance of the taxation consequences to the specific population groups.
108
The majority of the cross cultural and intra cultural research on tax compliance, as discussed in Part III, adopted the survey or experimental research methods on tertiary student/participants. These methods have advantages and disadvantages. 109 The main advantages include the convenience of sampling together with high internal validity and reliability. 110 However, there are significant disadvantages. The experimental research is artificial and therefore has low external validity, 111 students are not always good proxies for actual taxpayers 112 and, the artificiality of experimental research can motivate student participants to game-play, 113 and undertake more risks than non-students.
114
In view of the above limitations of the survey and laboratory research method using students, it was decided to engage in qualitative interview research using actual taxpayers. The rationale was to assist in achieving high external validity 115 and to provide an alternative approach to examining the tax compliance behaviours of ethnic SME groups. This approach also addresses concerns raised by several authors regarding the shortages of tax research studies using actual taxpayer data.
116
However, the authors are mindful of the limitations of qualitative research. A common feature of all qualitative studies is the small sample size, 117 as it can be difficult to find participants who are willing to provide useful information about the phenomenon being studied.
118
The number of people interviewed was 59 which seems small, but which is considered a reasonably large number by researchers using the qualitative research approach. Guest, interview process requires more time spent on collecting information compared to collecting quantitative data, there are, by necessity, fewer participants.
Research design
The study involved interviewing 59 persons. In qualitative research, participants are chosen on the basis of their relation to the research questions and to enable meaningful differences to be captured. practitioners were selected based on their frequent and on-going working relationships with the SMEs. The questions that were put to the SME operators were chosen in order to explore their tax payment decisions and the reasons for paying (or not paying) their taxes on time.
The tax practitioners and business experts were asked about their clients' tax payment decisions, and their underlying rationale for payment decisions, that they observed from their contact with SME taxpayers. It was considered that tax practitioners would know when their clients' tax liabilities were due, and whether their clients were able to meet those payments.
On the other hand, business experts provide mentoring, business and financial advice to their SME owners/clients and were asked questions based on this perspective.
All the participants were from Auckland due to the fact that it is the largest and the most culturally diverse city in New Zealand. 124 It has the highest number of SMEs in the country. 125 The Auckland region's share of the Māori commercial asset base is $2.5 billion Table 1 shows that more than two-thirds of the Pacific Peoples and Maori owners had difficulty paying their taxes on time compared to one-third of the Europeans and none for the Asians. In this study, the Pacific Peoples group had the most difficulty with paying their taxes on time. As collectivistic groups, they experienced pressure from various in-groups to fulfil these groups' financial obligations. Their in-groups were the church they belonged to and their extended families in NZ and overseas:
Research Findings and Analysis
Family pressure, sending money home (to the Islands) and the church impacts on their cash flows does put pressure on a lot of Pacific families here.(Business Expert 6: Male and from tax administration and policy)
The culture to give to your family is ingrained in you the minute that you are born.
Your whole existence is to give to the church and to give to the family. (Pacific Owner 7: Female in the arts and craft business)
Many SME operators with this background drew cash from their business to support relatives in the Pacific islands. They referred to this as making 'remittances'. Remittance is a kind of sharing, and it is considered essential by Pacific Peoples that they assist other in-group members. 128 Often remittances are given at the personal cost of the giver:
It is when someone in the family comes and say they need help, the Pacific business operator will dip into their cash register without thinking that they have their own bills to pay. It is always that the family comes first and that is a cultural thing. Giving to the church is also a big thing. (Business expert 10: Female from the Pacific government agency)
The study found that giving to in-groups was a primary factor behind the inability of Pacific
Peoples to make timely tax payments. The interviews also revealed that poor cash flow stemming from seasonality in incomes due to the industry they are in, poor debt collection 129 and lack of proper budgeting and record keeping, were exacerbating factors. The Pacific sample was unable to draw financial assistance from their in-group members as this was unavailable. Instead, they experienced cash leakages from their businesses to fund their in-group's needs, which contributed to their inability to pay taxes on time. By not paying their taxes on time they incurred tax penalties and fines (and therefore became liable for higher tax compliance costs). Poor cash flow planning, lack of financial management and accounting knowledge contributed to their tax payment difficulties. In addition, they did not make a mental separation between their own money and taxes collected on behalf of the government. This resulted in payment of tax being seen as a burden: The concept of community benefit is of particular relevance to Maori ownership of land as historically and traditionally land has been held communally rather than individually. 134 All these factors lead to a lack of assets necessary for mainstream borrowing: 
Mainly is because Maori do not have the collateral for borrowings. For example, they may be living on the land but often the land is not theirs but it is jointly owned by the iwi (family) or hapu (sub-tribe
. But personally, I have a $10000 tax bill that I have to pay by February and I do not know where the money is going to come from to pay it. (Maori operator 2: Male in the film production business)
The majority of Maori in this study also showed a reluctance to contact the IRD. The IRD as a tax authority and a government agency is perceived as someone who would hurt them. This This study found that the majority of the problems associated with tax payments for Maori SME operators were related to lack of financial planning, low levels of financial management and accounting knowledge, and a historically based negative perception of the tax authority.
Most Maori operators did not understand the need to set aside cash for tax payments. It was also observed by the business experts in this study that Maori tend to go into business without adequate equity, or any prior feasibility study: 
One is that they (Maori businesses) have not positioned themselves in their thinking in regards to education. They haven't positioned themselves in their finances and they jumped too quickly because they believed that a good idea is all that they need to start a business and they jumped in without doing the homework. (Business expert 14 -Male with a business agency)
Overall, the study found that the common issues facing Maori operated SMEs, were their giving and sharing financial resources with in-groups, the perception of the tax authority as oppressive and unwilling to help them, lack of financial planning, inadequate equity, poor accounting knowledge, poor record keeping and inability to borrow from the mainstream. By not addressing their tax payment problems they suffered high stress levels and high tax compliance costs.
Recognising the needs of Maori business operators, the New Zealand government, through 
European business operators
One third of the Europeans operating SMEs in this sample experienced some difficulties with their tax payments. The interview data revealed that some of these difficulties were attributable to delays in debt collection and/or over-commitment in business investments.
This is a common business issue and the Europeans had strategies for resolving their tax debt problems. As a result this problem caused them less stress than their Maori counterparts.
Most of the Europeans were disciplined with their tax payments and they always paid on time to avoid tax penalties and attention from the tax authority. In addition, they had access to mainstream borrowings to pay their taxes should the need arise:
We always make sure that we pay our taxes on time. Overall, the study demonstrated that the European operated SMEs experienced little difficulty with their tax payments. They were disciplined with their tax payments and were able to access mainstream borrowings when there was a financial need. They also had payment arrangements with the IRD to minimise tax penalties. Their use of accountants was largely because they trusted them to work in their interests, as the IRD was perceived as inefficient and not promoting the welfare of SMEs.
Asian Business Operators
None of the Asian owned SMEs in this study experienced any tax payment difficulties. The main reason for Asians not having difficulty in paying taxes can be traced to their ability to access in-group's finances from families. 143 Financial assistance from their families is necessary to prevent business foreclosure and to save 'face' for the individual business Receiving assistance from in-group members obliges the individual to reciprocate the favours when the need arises, even if it is at the personal cost of the individual. By not returning these favours, the individual can be 'cast out' of the group. 146 Once that happens, it would be difficult, if not impossible for the individual to return to that group, as trust has been broken. 147 Trust and willingness to assist other in-group members are two key elements of collectivism. Unlike other collectivistic groups such as Maori and Pacific Peoples, the Asians formed in-groups without blood relationship with other members. These in-groups were formed due to external threats such as discrimination, and the need to survive in a foreign country.
148
Another reason why the sampled Asian group always paid their taxes on time was to prevent a bad credit history with the tax authority. Public knowledge of their inability to pay taxes would cause them to lose 'face'. Consequently, they are very concerned to not 'get on the wrong side with the authority'. 149 Measures that they undertook to ensure this included meticulous cash planning, having strong financial management skills and good record Seven out of the nine Asians in this study had tertiary level business qualifications and they used up to date accounting information for business decision making purposes. Due to the small size of their business, they were able to keep a watchful eye on their cash-flows and profitability. Two thirds of them understood that taxes collected on behalf of the government do not belong to them and they made a mental and financial separation in their books to record this. This is despite the fact that cash flow issues might give rise to the temptation to spend these monies: In summary, the Asian SME operators interviewed always paid their taxes on time and did not experience any difficulties with tax payments. The motivation behind this appears to be rooted in their cultural values of collectivism, giving them access to in-group financial assistance. Their strong financial management skills and meticulous record keeping process also enhanced their ability to pay taxes in a timely manner. The Asian business operators were very conscious of the adverse repercussions of not paying their taxes on time such as tax penalties (thus higher tax compliance costs) and bad payment history with the tax authority.
Overall their intrinsic collectivistic cultural values and extrinsic factors such as record keeping and financial management skills have influenced their tax payment ability in New Zealand.
The above interview findings demonstrate that cultural underpinnings of the ethnic groups studied influenced their tax payment decisions. Collectivism is advantageous to Asians in terms of accessing financial assistance to help pay their taxes. On the other hand, collectivistic traits were detrimental to the Maori and Pacific Peoples as allegiance to extended families and church giving 150 led to adverse financial repercussions including tax payment delays, difficulties with payment and penalties. Stress and high compliance costs were also experienced by these two groups due to their inability to address tax difficulties promptly. Individualistic Europeans did not experience difficulties with payment of taxes but they preferred to use their accountants as intermediaries with the IRD due to lack of trust towards the IRD.
Part V Conclusion
The thrust of this paper shows that in an ethnically diverse society such as New Zealand, there may be factors which affect taxpayers' compliance that might be more common in some ethnic groups than others. This research explores this idea further in terms of using two specific cultural values, 'individualism' and 'collectivism'. Individualism-collectivism has been largely used in cross-cultural tax research as discussed in the paper. The difference is that in this study these cultural values are applied intra-culturally on ethnic groups in New Zealand.
Like all research, this research is not without its limitations. One of them is the non-random small sample size which is common for all qualitative research. This means that the results may not be generalizable to all SMEs. Secondly, the samples are drawn from one location (Auckland) which may not be representative of all SMEs in New Zealand. However, the strength of this research is the depth of information provided by actual taxpayers.
Furthermore, ethnic diversity of the participants provides valuable insights into their tax compliance practices and perceptions which are not often available or which are regularly overlooked.
Taxpayer compliance behaviour is a dynamic, multi-faceted and complex process. 151 Understanding this process in its entirety is beyond the scope of this research, however it is argued that this study has demonstrated that cultural values do impact on the tax compliance of SME operators in New Zealand when paying their taxes. The research has shown that some non-compliance issues arise from the cultural influence of individualism-collectivism and not necessarily from deliberate resistance towards the tax system. A strong tie to collectivist values assisted Asian small business operators. This led to quick and inexpensive access to financial assistance to help pay their taxes. Furthermore, their concern with saving 'face' and ensuring that their business did not encounter any financial difficulties, also meant that they were able to mentally separate the taxes collected on behalf of the IRD, from the monies earnt from the business. It is also arguable that their collectivist values motivated them to keep accurate business records as any failure would lead to being shamed by the community. On the other hand, the Maori and Pacific Peoples collectivistic traits, which were dominated by their allegiance to extended families and church giving, 152 meant that the needs of these groups came before their own financial needs. Stress and high compliance costs were experienced by these two groups due to their inability to address tax difficulties promptly.
Individualistic Europeans did not experience significant difficulties with payment of taxes but did demonstrate that they preferred to use their accountants as intermediaries with the IRD.
The 
